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In-house computers, even if they can be afforded,
demand a great many well trained people and a very
high demand for data processing. Service bureaus
are notoriously unreliable. Why not—

INTERACTIVE ACCOUNTING ON
THE SHARED COMPUTER?
by Allen P. Vollen
Xerox Computer Services
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the businessman can most easily
and profitably employ this technol
ogy in his enterprise.
There are, obviously, several al
ternatives open to the businessman
who has decided to step into E.D.P.
We will discuss them briefly. In the
main, however, we will address the
concept of the shared computer and,
within that realm, we will discuss
in particular a new concept called
interactive accounting, a solution
that puts the end user, the business
man, in direct communication with
a large-scale computing system on
a real-time basis.
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The first data processing option
usually considered by the business
man is the obvious one: buying or
leasing his own computing system.
It’s an enticing thought—having
one’s own computer—and certainly
there are a number of small ma
chine configurations available.
Problem areas

There are other problems, how
ever, and several basic questions
business management must answer
before embarking on this course.
There are the matters of the cap
ital investment required for the
system; the office space that must
be dedicated to its installation and
operation; the time and attention
that must go into the period of de
sign and development of the pro
grams necessary to the particular
business; and, most critically, the
employment of trained people who
will implement and operate the
system.
We categorize the problem of
trained people as critical, simply
because it is just that. Assuming
the businessman is willing to de
vote the funds, time, and space
necessary for launching his system
operation, he still faces the biggest
hurdle: recruiting and retraining
analysts with the ability to design
and develop systems not only
geared to the needs of the partic
ular business but also to bring
about healthy utilization of the
computer’s capacity. Setting out to
hire and keep such people can put
the small businessman in competi
tion with the larger computer users;
organizations that can afford to pay
premium salaries and offer career
paths to the data processing profes
sional. And compromise is no solu
tion: efficient use of a small system
is no less desirable or difficult to
achieve than efficient use of a large
system.
The second alternative open to
the businessman in the past has
been the batch processing service
bureau, the organization that re
ceives source documents from its
customers, processes them sequen
tially at its computer center, then
returns reports to the customer
November-December, 1973

some days later. The industry com
posed of this kind of conventional
service bureau has been a rough
and tumble one in recent years,
with many firms falling out. The
common problem has been largely
one of not delivering to the cus
tomer the kind of service promised.
Although this industry has settled
down to some extent, there are still
a number of factors the small busi
nessman must consider. Time lags
remain a problem, information
entry is prone to error and difficult
to correct, and the customer tends
to feel he is out of touch with the
processing of his information—
which, indeed, he is.

There are several basic
questions business

management must answer
Shared computer option

before installing its

The option we will discuss in de
tail is the shared computer inter
active accounting service. This sys
tem permits all users, with only
typewriter-like terminals on their
premises, to draw, as required, upon
the data processing resources of a
large central computer to carry out
accounting functions. Sophisticated
operating systems permit these
users to do their processing con
currently, each functioning as
though he were the only person
employing the system he is using.
We see immediately in this con
cept the advantages of the econ
omies of scale, without the cost of
scale. We see immediately the elim
ination of the headaches and ex
pense of acquiring, installing, oper
ating and maintaining an in-house
computer. We also see the elimina
tion of the time lags and the sense
of remoteness of the batch process
ing service.
The businessman who subscribes
to interactive accounting in the
shared computer environment has
in his office one or more terminals,
which clerical personnel learn to
operate in a few hours. These de
vices provide immediate, continu
ous access to the central computer
which may be many miles away.
Data entry, manipulation, and re
trieval are done in real time; that
is, each action at the terminal
draws an immediate response from

own computer. There are
the matters of the capital
investment required for
the system; the office space
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EXHIBIT I
INTEGRATION OF THE INTERACTIVE ACCOUNTING SYSTEM

GENERAL LEDGER
ACCOUNTS RECEIVABLE

INVENTORY

TAXES PAYABLE

SUPPORTING LEDGERS
INVENTORY

ACCOUNTS RECEIVABLE

SALES ANALYSIS

COMMISSIONS

CURRENT

the computer. Although the user has
his desired level of data processing
sophistication at his command, it is
delivered to him economically—he
pays only for the resources used:
storage of information records, print
lines generated, and transactions
entered. Low utilization in relation
to capacity, another problem com
mon to the in-house computer, is
no longer of concern, as there is no
need to buy resources in anticipa
tion of growth.
The terminal user enters all ac
counting transactions into the sys
tem from the keyboard. Data is
checked and balanced as entered,
and here is a main advantage from
the viewpoint of data integrity. The
user’s methods must be precise and
his transaction entry correct be
cause the system is programed to
catch and refuse data outside of
fixed parameters. Clerical accuracy
increases, errors are caught and
must be corrected immediately un
der the system because data must
be validated before going into the
central computer.
48

This complete cycle of auto
matic checking and posting takes
place at electronic speeds, while the
user is at the terminal. More im
portant from the auditing stand
point, it means that entries are con
sistent; the transaction, once vali
dated by the system, is posted
identically to each account affected,
a feature that in itself can mean
many hours saved in later exam
ination.
The user may make inquiries of
the interactive accounting service
at any time, even interrupting data
entry to do so. For example, the
following are representative of re
quests a user could make:

YTD

Once an entry has been accepted
by the system, it is automatically
posted to all appropriate accounts
and journals. This concurrent post
ing, possible because the system is
integrated, is a highly important
aspect of interactive accounting.
Data from a sales order

Exhibit 1, shown above, graph
ically demonstrates the integration
that occurs with the entry of a cus
tomer’s sales order.
(1) Checking of customer credit
and inventory.
(2) Reduction of “on hand” inven
tory.
(3) Posting of general ledger sales,
accounts receivable, cost of
sales, inventory, taxes, and
freight accounts.
(4) Updating of sales analysis and
salesman’s commission records.
(5) Recording of any back orders
for suggested purchase order
reporting.
(6) Printing of customer invoice.

• Inventory “on hand” position
• Rack order status
• Customer accounts receivable
balance
• Inventory selling price(s)
• Inventory cost
• Sales history
• Employee earnings and tax infor
mation
• Vendor balance and invoice de
tail
• Work-in-process status
• Sales order status
• Profit and loss summary or com
plete statements
• Fixed asset depreciation data
• Sales information
Management and accounting re
ports which the businessman re
quests during the course of the
business day are available at the
user’s terminal or prepared at the
central computer center that night
for delivery the next day. Typical
report requests are:
• Customer statements
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• Aged accounts receivable trial
balance
• Inventory listings and valuations
• Customer invoices
• Gross profit analysis
• Back orders
• Cash receipts journal
• Detail job cost analysis
• Work in process summary trial
balance
• Multiple sales analysis
• Sales commissions
• Comparative financial statements
• Trial balances
• Payroll checks and registers
• Accounts payable checks and
registers
• Labor distribution
• Cash requirements
• Budgetary analysis.

We have in the shared computer
interactive accounting service, a
full range of accounting and man
agement
information
activities
available to the extent and in the
measure the businessman requires.
For the auditor, much of the
arithmetic drudgery is eliminated,
taken on by the system. He is able
to devote his time and efforts to
carrying out analysis and perform
ing other functions of the consult
ing role. The user’s internal con
trols are enhanced by the system
because they must be satisfactory—
or the system would not work. The
user’s employees become disci
plined and learn accuracy as a re
sult of system data entry require
ments.
The businessman’s source docu
mentation never leaves his prem
ises, yet his processing is done at a
remote location where records are
beyond irregular manipulation. A
password security system protects
the data of each user of the shared
computer interactive accounting
system; a boundary concept built
into the basic architecture of the
system precludes one user’s data
from going to the data base of an
other. Duplicate tapes and a log of
all transactions are maintained at
the computer center and at a se
cure remote site.
While the costs of acquiring in
house computing systems are going
down, in terms of hardware, the
November-December, 1973

EXHIBIT 2
CUSTOMER PROFILE
Business:

Restaurant Chain

Annual Sales:

Not Available

Employees:

650

Annual Growth Rate:

10%
Monthly
Volumes

Application

1
2200
320
900
2500

Base Charge
General Ledger
Accounts Payable
Inventory Control
Payroll

Computer Access Port
Accounts
Checks
Items
Checks

Monthly
Charges

$ 200
347
306
200
800

TOTAL =
Terminal and Communication Charges =

$1853
115

TOTAL MONTHLY CHARGES

$1968

Cost Comparisons
Prior Method:

Small Commercial Computer

Shared Computer
Systems/ Equipment/Services
Personnel and Clerical Costs

TOTAL =

Prior Method

$1968.00

$2000.00

300.00

2500.00

$2268.00

$4500.00

EXHIBIT 3
CUSTOMER PROFILE

Business:

Winery

Annual Sales:

$35,000,000.00

Employees:

500

Annual Growth Rate:

15%

Monthly
Volumes

Application

2
1400
850
390
850
300
200

Base Charge
General Ledger
Accounts Payable
Accounts Receivable
Order Entry
Inventory Control
Payroll
Cost Accounting

Computer Access Ports
Accounts
Checks
Customers
Invoices
Items
Checks

Monthly
Charges

$ 375
297
456
79
517
80
500
393

TOTAL =
Terminal and Communication Charges=

$2697
480

TOTAL MONTHLY CHARGES

$3177

Cost Comparisons
Prior Method:

Service Bureau

Shared Computer

Prior Method

Systems/Equipment/ Services

$3177.00

$3000.00

Personnel and Clerical Costs

3500.00

6000.00

$6677.00

$9000.00

TOTAL =
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EXHIBIT 4
CUSTOMER PROFILE

Business:

Automotive Parts Distributor

Annual Sales:

$6,000,000.00

Employees:

100

Annual Growth Rate:

20%
Monthly
Volumes

Application

1
200
400
800
1200
2500
400

Base Charge
General Ledger
Accounts Payable
Accounts Receivable
Order Entry
Inventory Control
Payroll

Computer Access Port
Accounts
Checks
Customers
Invoices
Items
Checks

Monthly
Charges

$ 200
35
112
359
452
268
120

$1546

TOTAL =

Terminal and Communication Charges=
TOTAL MONTHLY CHARGES

150
$1696

Cost Comparisons
Prior Method:

Accounting Machine
Shared Computer

Prior Method

Systems/ Equipment/ Services

$1696.00

$ 300.00

Personnel and Clerical Costs

3500.00

3500.00

$5196.00

$3800.00

total =

EXHIBIT 5
CUSTOMER PROFILE

Business:

Mail Order Distributor

Annual Sales:

$1,000,000.00

Employees:

20

Annual Growth Rate:

30-50%

Application
Base Charge
General Ledger
Accounts Receivable
Order Entry
Inventory Control

Monthly
Volumes

1
20
4500
2560
2200

Computer Access Port
Accounts
Customers
Invoices
Items

TOTAL =

Monthly
Charges

$ 200
2
295
564
345
$1406

Terminal and Communication Charges =

TOTAL MONTHLY CHARGES

105

$1511

Cost Comparisons
Prior Method:

Manual

Shared Computer

Systems/ Equipment/Services
Personnel and Clerical Costs

TOTAL =

50

$1511.00

costs of staffing installations with
trained data processing personnel
are going up. Data processing in
dustry publications estimate that
the people-cost of the typical in
stallation is now more than half the
total, and rising.
Exhibits 2-5, pages 49-50, are cus
tomer profiles showing the monthly
processing charges under the
shared computer system by appli
cation. The per unit cost for the
transaction volumes indicated will
not be consistent amongst the cus
tomers profiled due to the various
report options available and num
ber of master file records main
tained.
The profiles selected vary in an
nual sales from one million to
thirty-five million and include “prior
method” cost comparisons for ser
vice bureau, accounting machines,
and manual systems.

Prior Method
$ -0-

600.00

2400.00

$2111.00

$2400.00

System is modular
The shared computer concept
seems to be the answer to the prob
lems of the in-house or service bu
reau system. An interactive ac
counting service, properly offered,
is modular. The businessman may
start off with a limited number of
applications, adding more as war
ranted by his increasing confidence
in the system or by his expanding
business. Interactive accounting
users are customarily “up and run
ning” within 60 days; often, it is
accomplished within 30 days.
The businessman who uses such
a service, when provided by a sub
stantial corporation with a record
of achievement, is better assured of
a high level of data processing ex
pertise behind the system offered
him. He is offered privacy, security,
reliability, and full support—at a
cost that represents one small share
of the investment required for the
hardware-software-people resources
that are at his disposal.
All indications are that an in
creasing number of small and me
dium sized business firms as well
as government bodies are choosing
this alternative as their most prac
tical data processing solution.
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